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M. Chai rman, Senator Hollings, and nenbers of the Comrittee, nmy nane is
Robert Confort. | am Amazon.com's Vice President for Tax and Tax Policy. A
pi oneer in electronic comrerce, Amazon.com opened its virtual doors in July 1995
with a mssion to use the Internet to transform book buying into the easiest and
nost enj oyabl e shoppi ng experi ence possible. Today, Amazon.com also offers
consuner el ectronics, toys, CDs, videos, DVDs, kitchenware, tools, and nuch
nore. Some 30 million custonmers in nore than 160 countries have nade us the
Internet’s number one retailer

Amazon.comis grateful for this opportunity to address the issue of
Internet taxation. As a proponent of w despread, |ow cost access to the
Internet and the opportunities it offers Anericans and the American econony,
Amazon.com ful ly supports Congressional action to extend the Internet Tax
Freedom Act’s noratoriumon nultiple or discrimnatory taxes on the Internet.
Extending the noratoriumfor a few years would be hel pful, but a permanent
nor at ori um woul d be preferable.

Al t hough not directly related to the nmoratorium it has been suggested that
Congress shoul d sinultaneously define the circunstances in which States could
require all renmpte sellers to collect sales taxes, w thout inposing an

unconstitutional burden upon interstate commerce. It is widely agreed that this
would require the States to sinplify their sales and use tax regines and to
achi eve sone degree of uniformty fromState to State. |[|f substantia

sinmplification and uniformty were not achieved, any inposition of a collection
obligation in the absence of judicially defined “nexus” would continue to inpose
an unconstitutional burden upon renpte sellers, as described in the Suprene
Court’s decisions in National Bellas Hess and Quill

Consequently, M. Chairman, Amazon.com urges Congress, should it decide to
address the sales tax collection issue, to establish clearly defined goals for
the States to achieve, and to scrutinize with care the results of their efforts,
in order to assure Congress and the Anerican people of adherence to the
strictures of the Commerce C ause.

Amazon. com woul d support any properly focused effort anpbng the States to bring
their sales tax systenms into conformty with the Constitution as applicable to
remote sellers. Amazon.comis quite concerned, however, that over the life of
the Stream ined Sal es Tax Project, nost of the politically difficult decisions
required to achieve substantial sinplification and uniformty have either been
deferred or conpletely renoved from consideration. G ven this history,
Amazon. com strongly believes that Congress nmust not authorize States to require
all renote sellers to collect sales tax based solely upon representations that
the States will address, sonmewhere down the road, a variety of criteria for
sinmplification.

I nstead, Congress should provide the States with specific guidance about the
criteria that Congress deens necessary for constitutionally acceptable
simplification of the current sales tax system The States should be free to
deci de whether or not they wish to make these changes to their sales tax



systenms, in exchange for subsequent Congressional approval. This process would
respect state sovereignty while providing notivation and a cl ear roadmap for
sinmplification. And it would allow Congress to conduct a followup review to
ensure that the states have indeed genuinely sinplified their sales and use tax
systens in order to elimnate the unconstitutional burden on interstate
conmer ce

I cannot enphasize this point too strongly, M. Chairman. The states have

repeatedly denonstrated inability or unwillingness to grapple with the issues
that nust be resolved in order to achieve genuine sinplification. The
Streanl i ned Sales Tax Project is only the nost recent exanmple. |If the states

are free to leave uniformty, sourcing, and conpensation issues for “future
consideration,” while proclaimng that their systens have been streanlined, they
will do just that. Congress nust review their actions at the end of the
sinmplification process, not approve themin advance. O herw se, Anazon.com and
all other remote sellers would | ose our Cormerce Cl ause protections, even though
t he unreasonabl e burdens inposed upon our businesses by the crazy-quilt sales
and use tax reginmes would rensain.

Congress nust al so provide a mechanismto ensure that States that are permtted
to require all renote sellers to collect sales tax will continue to conply with
t he Congressionally mandated, constitutionally required criteria for

sinmplification and uniformty. |If, in the future, a State chooses to diverge
fromthese criteria, then the constitutional linmitations set forth in Nationa
Bell as Hess and Quill nust once again apply to that State.

Amazon. com bel i eves that, at a mninum States and |ocalities nust nmeet and
maintain the followi ng requirenments for sinplification and uniformty:

Sales tax rates applicable to rennte sal es nust be determ nabl e based solely on
t he geographic area information included in a custoner’s address. Thus,

al though a single, nationwi de rate applicable to all renpte sales would be the
si npl est approach, Anmazon.com does not believe it would be necessary; one rate
per state would work very well. Five-digit zip codes would be the snall est
acceptable sales tax jurisdiction areas, because consuners don’t know - and
renote sellers would have no way of determining — any smaller or different tax
rate areas.

Uni form definitions and rules nust define what is includable in the sales tax
base, and provide specific rules regarding the allocation of shipping and
handl i ng charges, coupons, discounts, and other charges to orders that contain
bot h taxabl e and nontaxabl e goods. Uniformrules also nust cover the refund of
sal es taxes in the case of custonmer returns where the seller retains shipping
char ges.

Uni form definitions and sourcing rules nust be devel oped for the sale of digita
goods, such as downl oaded nusic and software.

States nust provi de reasonabl e conpensation to renote sellers for collecting
sales tax. At a mninmm such conpensati on nust enconpass the cost incurred by
renote sellers for credit card processing fees assessed as a percentage of the
total amount of both the price of the itemsold and the applicable sal es tax.

Lastly, State and local governnents should be required to assist renpte sellers
i n educating consunmers on this issue by, for exanple, establishing a toll free
phone nunber, an Internet web site, and a direct mailing effort.



M. Chai rman, Anazon.com appreci ates your invitation to provide its views on
this inportant public policy matter and woul d wel come the opportunity to
el aborate further on these coments.



